in the real world. Managerial contracts, debt contracts, equity contracts, investment decisions, all have long lived, multi-period implications. Therefore it is hard to think through what the implications of the basic models above are for the real world if they are not embedded in a dynamic structure that approximates reality. A similar type of research is performed under the guise of Credit Risk research in which the modeling of the likelihood of default and its pricing is undertaken under different assumptions about investors and about the incentives of management, shareholders and debt holders.
Cost of Capital
The cost of capital is a term used in the field of financial investment to refer to the cost of a company's funds (both debt and equity), or, from an investor's point of view "the shareholder's required return on a portfolio of all the company's existing securities". It is used to evaluate new projects of a company as it is the minimum return that investors expect for providing capital to the company, thus setting a benchmark that a new project has to meet. For an investment to be worthwhile, the expected return on capital must be greater than the cost of capital. The cost of capital is the rate of return that capital could be expected to earn in an alternative investment of equivalent risk. If a project is of similar risk to a company's average business activities it is reasonable to use the company's average cost of capital as a basis for the evaluation. A company's securities typically include both debt and equity, one must therefore calculate both the cost of debt and the cost of equity to determine a company's cost of capital. However, a rate of return larger than the cost of capital is usually required. The cost of debt is relatively simple to calculate, as it is composed of the rate of interest paid. In practice, the interest-rate paid by the company can be modeled as the risk-free rate plus a risk component (risk premium), which itself incorporates a probable rate of default (and amount of recovery given default). For companies with similar risk or credit ratings, the interest rate is largely exogenous (not linked to the company's activities).
Shareholder Wealth Maximization
When companies maximized shareholder stocks, it only shows that the company is in progress and supports a positive environment to people/employees who works in finance, marketing, production administration. Shareholder wealth is the market value of the firm's common stock. Shareholder wealth is calculated as the number of common shares outstanding times the market price per share. The goal of shareholder wealth maximization is a long-term goal. Shareholder wealth is a function of all the future returns to the shareholders. Hence, in making decisions that maximize shareholder wealth, management must consider the long-run impact on the firm and not just focus on short-run (i.e., current period) effects. (1993) found that asset composition, business risk, growth rate, earning rate, industry -class, debt services capacity and corporate size are the important determinants of shareholders wealth maximization. Boodho 1 (2009) identified that there have always been controversies among finance scholars when it comes to the subject of capital structure. So far, researchers
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have not yet reached a consensus on the optimal capital structure of firms by simultaneously dealing with the agency problem. This paper provides a brief review of literature and evidence on the relationship between capital structure and ownership structure. His study also provides theoretical support to the factor (determinants) which affects the capital structure. Mehmet & Eda (2009) tested whether average leverages level of sector and leverages level of sector leader are effective on capital structure decision of selected firms and sector listed of ISE. We depend on the approach of behavioral finance to this manner as a supplementary approach of traditional finance to capital structure. Joshua 4 (2008) compared the capital structure of publicly quoted firms, large unquoted firms small and medium enterprises (SMEs) in Ghana .The result did not show significant difference between the capital structures of publicly quoted firms and large unquoted firms. The result revealed that short-term debt constitutes a relatively high proportion or total debt of all sample groups. The regression result indicate that age of the firms ,size of the firms, asset structure, profitability, risk and managerial ownership are important in influencing the capital structure decision of Ghanaian firms. For the SME sample of the entrepreneur, export status, industry, location of the firms and form of business are also important in explaining the capital structure choice. Fakher et al. (2005) provided further evidence of the capital structure theories pertaining to a developing country and examined the impact of the lack of a secondary capital market by analyzing a capital structure question with reference to the Libyan business enviorment. The cross-sectional OLS regression shows that both the static trade-off theory and the agency-cost theory are pertinent theories to the Libyan companies' capital structure where as there was little evidence to support the asymmetric information theory. The lack of secondary market may have an impact on agency costs, as shareholders who are unable to offload theirs shares might exert pressure on management to act in their best interest. Keshar & Baral 6 (2004) examined the determinants of capital structure-size ,business risk , growth rate, dividend payout, debt services capacity, and degree of operating leverage-of the companies listed to Nepal stock exchange Ltd. Eight variables multiple regression models has been used to access the influence of defined explanatory variables on capital structure .In the preliminary analysis, manufacturing companies, commercial bank, insurance companies , and finance companies were included .However , due to the unusual sign problem in the constant term or the model, manufacturing companies were excluded in final analysis. This study shows that size, growth rate and earning rate statistically significant determinants of capital structure of the listed companies. Venkatesan (1983) investigated the determinants of financial leverage by analyzing the relationship between seven different variables and the financial structure of the firm's .The variables included industry categorization, size, operating leverage, debt coverage, cash flow coverage, business risk, and growth rate. Industry influence has been examined on the grouping of firms in various leverages classes and he found a statistical relationship between industry class and leverage, but the relationship could not be significant and conclusive. The impact of the remaining independent variables on the dependent variable was examined in two samples classification, viz. Intra-industry through multiple regression analysis .In summation, only debt coverage ratio was found to be the important variable significantly affecting the financial structure of the firms. Asideu Elizabeth (2005) suggested that macroeconomic instability, investment restriction, corruption and political instability have a negative impact on foreign direct investment in Africa. However, the relationship between FDI and these country characteristics has not been studied. These paper uses panel data for 22 Countries over the period 1984-2000 to examine the impact of natural resources , market size ,government policies, political instability and the quality of the host country institution on FDI. Fama Eugene F (1998) argued that two internal rates of return for the non financial corporate sector (1) the return on the initial market values of the securities issued by firm (2) the return on the cost of their investment. The return on the cost delivered by the firm on the investment outlays. The return on the value is an the overall cost of capital , that is ,the return o the investment required by the capital market . The estimate of the corporate cost of capital for the 1950-96 is 10.72. Hutchinson Robert W (1995) argued that a greater emphasis might usefully be placed on the cost of capital dimension in the future research into small business financing. He has also suggested that where the objective of an owner -manager is to control the firm, the interdependent investment and financing strategies may be chosen to control the small firms' cost of capital. Singh Kulwinder (2005)also argued that the concept of Foreign Direct Investment is now a part of India's economic future but the term remains vague to many, despite the profound effects on the Despite the extensive studies on FDI, there has been little illumination forthcoming and it remains a contentious topic. The paper explores the uneven beginnings of FDI, in India and examines the developments (economic and political) relating to the trends in two sectors: Industry and Infrastructure and sub sector Telecom. Spencer Barbra (2005) cited international outsourcing to lower cost countries such as China and India can best be understood through the enrichment of trade models to include concepts from industrial organization and contract theory that explain the vertical organizational of production. The combination of trade with the choice of the organization of production .the combination of the trade with the choice of organization form represent an important new area for both theoretical and empirical research .this survey paper provides a perspective on this new literature so as to gain insights into the for driving international outsourcing. This paper focuses on the relationship -specific investment incomplete contracts and also search and matching, as fundamental concept that explain outsourcing decision.
Rationale of Study
Many empirical studies have been conducted and focused mainly on relationship between capital structure and wealth maximization in developed countries. Our study looks at the issue of emerging markets like India and focusing exclusively on 12 High Net worth Companies Listed on Bombay Stock Exchange (BSE) in India. The major objective of this research is to empirically examine the impact of capital structure and cost of capital on Shareholders' wealth maximization. In Indian context few studies analyzed the impact of cost of capital and capital structure on shareholders wealth maximization, therefore present study will contribute a lot to understand the impact.
Objectives of the Study
Following are the main objectives of the study:
• To calculate Capital Structure.
• To calculate Cost of Capital.
• To calculate shareholder's wealth maximization.
• To analyze the impact of capital structure on shareholder's wealth maximization.
• To analyze the impact of cost of capital on shareholder's wealth maximization.
Research Design

The Study
This study is empirical research in nature.
Population
Companies Listed on Bombay Stock Exchange (BSE).
Sample Size
B.S.E (Index Listed) 12
Companies on the basis Highest Net Worth.
Tools Used for Data Collection
This study is based on secondary data and such data have been collected from B.S.E (website) and Money Control. Com (website).
Tools Used for Data Analysis
1. Arithmetical formulae have been applied for calculating capital structure, cost of capital and shareholder's wealth. 2. Regression Analysis has been used to construct a mathematical model to determine one variable by another variable (s).
Results and Discussion
The value of R square is 0.8% that indicates that independent variables i.e. capital structure and cost of capital explains only 0.8% variance in shareholders' wealth. It indicates that other factors also contribute in shareholders wealth maximization.
1. The beta value is positive in case of cost of capital; it indicates that there is positive relationship between shareholders' wealth maximization and cost of capital. The b regression coefficient, representing the amount of dependent variable y changes when the corresponding independent variable changes by 1 unit. 2. Beta tells us the number of standard deviation that the outcome with a change as a result of standard deviation changes in the predictor. Here the beta value is -.003. This means that the one unit S.D. changes in capital structure ratio will lead to -.003 unit change in shareholder's wealth which is not significant. Here F value is .244 which is significant at 78.4% significant level.
Findings
1. From table 1 we found that the highest rate of cost of capital among sample companies incurred by ITC followed by ONGC during the 2010-11. 2. Table 2 revealed ratios of capital structure and ITC showed the highest ratio i.e.160.81% followed by Coal India during the 2010-11.
3. Table 3 showed shareholders' wealth of all sample companies. Reliance Industries showed the highest net worth of Rs. 146073.32 Crores in 2010-11. 4. We found that value of R square is 0.8% that indicates that independent variables i.e. capital structure and cost of capital explains only 0.8% variance in shareholders' wealth. 5. We found that the beta value is 0.093. This means that the one unit S.D. changes in cost of capital will lead to .093 unit change in shareholder's wealth which is significant. 
Conclusion
Shareholders' wealth is a function of all the future returns to the shareholders. The goal of shareholder wealth maximization is a long-term goal. Hence, in making decisions that maximize shareholder wealth, management must consider the long-run impact on the firm and must consider all those factors which are responsible of shareholders' wealth maximization. In this study we have used regression approach to find out the impact of cost of capital and capital structure on shareholders' wealth maximization where we have used shareholders' wealth maximization as dependent variable and cost of capital & capital structure ratio as independents variables. On the basis of networth we can conclude that Reliance Industries had highest net worth followed by coal India Ltd. In 2010-11. We found that there is linearity in case of cost of capital and shareholder's wealth maximization but on the other hands we found that there is no relationship or linearity between shareholders' wealth maximization and capital structure. 
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